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 Introduction 
 
The bay area is in the midst of a regional housing crisis (Plan Bay Area 2040, 2019). An 
influx of high-paying tech industry jobs in silicon valley has caused excess demand for housing, 
and home prices to rise significantly in recent years (Plan Bay Area 2040, 2019). Moderate 
income households throughout the Bay Area region are hard pressed to find housing that is 
affordable (Plan Bay Area 2040, 2019). An extraordinary amount of purchasing power as a 
result of high-paying tech industry jobs, outcompetes the moderate income residents and 
leaves an insufficient amount of affordable housing as a result (Plan Bay Area 2040, 2019). An 
exemplary case for this shift in affordable housing shortage, is Redwood City. In the heart of the 
Peninsula, this city has experienced first hand how rising housing prices have left affordable 
housing accessibility neglected, and with a need for innovation. 
 
There are signs of progress for the regional housing problem. In 2020, an assortment of 
new housing laws have been passed, ranging from accessory dwelling units, to project 
streamlining, California’s legislature has placed a needed emphasis on housing legislation (Twu, 
2020). Affordable housing innovations in community support, regulation, and finance, are 
bringing forth housing solutions throughout the region. These innovations take the form of 
regional as well as local methods to address the crisis at hand. From large tech companies, to 
individual cities, a variety of innovative housing solutions are being explored and put to the 
test. 
 
Innovation in a Housing Crisis: Addressing Moderate Income Housing​ surveys these 
city-level, as well as regional innovations, that aim to address the shortage of moderate income 
housing throughout the Bay Area region. This project will explore how these innovations can 
serve to address the moderate income housing shortage into the future, and will use Redwood 
City, and the Bay Area, as the local and regional models of the affordable housing crisis.  
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Background 
 
Moderate income housing in the Bay Area is a neglected area of housing supply. State 
and federal subsidies financially support lower income level housing, and private development 
fulfills above moderate income housing; but moderate income level housing is covered by 
neither (Plan Bay Area 2040, 2019). State and Federal subsidies focus on low, very low, and 
extremely low income levels. In Redwood City these levels range from 0% to 80% of AMI (area 
median income). Moderate income households earn between 81% and 120% of AMI (Redwood 
City, 2014). This shortcoming in public support for moderate income housing is meant to be 
filled by private funding, and private development. Unfortunately Redwood City’s affordable 
housing needs remain unfulfilled. The City of Redwood City is a prime example of the gap in 
affordable housing. Despite a number of effective existing efforts to address affordable 
housing, the situation remains problematic. 
 
According to the RHNA in their 2015-2023 Housing Element, the number of units 
needed for moderate income housing is 502, or 18% of total needed units. The RHNA (Regional 
Housing Needs Assessment) is part of a state-mandated allocation of housing in cities’ general 
plans. It describes the units a city should allocate for and ensure the opportunity to meet those 
needs (California Department of Housing and Community Development, 2020).  
 
 
 
 
Figure 1.1: Redwood City RHNA 
 
Source: Redwood City, 2014 
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As of 2014 the city had only 5 moderate income units added. 
 
Figure 1.2: Redwood City Projects Approved and Constructed 
 
 
Figure 1.3: Redwood City Progress Towards RHNA 
 
Source: Redwood City, 2014 
 
There is a clear need for innovation in this system. There have been only 5 moderate 
income projects available to be approved and constructed according to the city’s RHNA 
progress; current public and private housing financing and development are unable to satisfy 
the affordable housing need dictated in Redwood City’s RHNA (Redwood City, 2014). A one 
hundred-unit affordable housing development in California roughly costs over $425,000 per 
unit (Terner Center for Housing Innovation UC Berkeley, 2020). Innovations across the Bay Area 
region have been made to find unique ways to satisfy moderate income housing needs.  
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Current Innovations in Redwood City 
 
Despite the need for further support in this housing gap, Redwood City is taking clear 
steps to address this issue through a number of affordable housing support programs. Although 
these programs may not be enough in the end, they provide valuable opportunities in making 
affordable housing more feasible on a local scale.  
 
Innovation #1: Community Support 
HIP Housing - Home Sharing Program 
 
Redwood City partners with HIP (Human Investment Project) Housing to provide a home 
sharing program designed to match home providers with people seeking housing (HIP Housing, 
2020). HIP Housing is a nonprofit serving San Mateo County that organizes home sharing and 
provides affordable housing to homeseekers in need (HIP Housing, 2020). HIP’s home sharers 
can give rooms or available ADUs (accessory dwelling units) to rent, and can do so under two 
different options of home sharing: the home seeker pays rent, or the home seekers performs 
household duties and pays reduced rent (HIP Housing, 2020). Home providers and home 
seekers must both reside in San Mateo County to qualify. The programs expanding housing 
availability is a result of cross sector partnerships (HIP Housing, 2020). HIP’s website lists the 
types of housing that are available for this program. 
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Figure 2.1: HIP Owned Housing - 82 Units 
 
 
Source: HIP Housing, 2020 
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Figure 2.2: HIP Section 8 Housing - 162 Units 
 
 
Source: HIP Housing, 2020 
 
Figure 2.3: HIP Self Sufficiency Program, Family Shared Homes 
 
 
Source: HIP Housing, 2020 
 
HIP Managed Housing - 132 Units 
 
● San Mateo Rotary Haciendas, San Mateo, 82 units, senior housing. 
● San Mateo Rotary Floritas, San Mateo, 50 units, senior housing. 
 
HIP Inclusionary Compliance Program 
 
● Marymount Gateway, Pacifica, 26 units.  
● Addison, San Mateo. 
● 4th and S. Claremont, San Mateo.  
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Takeaways 
 
HIP’s home sharing program provides an interesting opportunity for those seeking 
affordable housing. It may be able to provide the solution that some households are looking 
for, under the right circumstances. This is an innovative approach that supplies the housing 
market with a much needed increase in housing units on a regional scale. Other cities should 
consider participating in this partnership to improve the regional accessibility of these units.  
 
Innovation #2: Financing 
HEART of San Mateo County - First Time Homebuyer Loans 
 
HEART of San Mateo County is a public and private partnership among all 20 cities in the 
county, the county itself, businesses, and community organizations to help meet affordable 
housing needs in the area (HEART of San Mateo County, 2020). It has three main types of 
financing that aim to support low to moderate income housing ownership: short-term 
predevelopment loans for multi-family housing, long-term affordable rental housing loans, and 
homebuyer assistance loans (HEART of San Mateo County, 2020). HEART has raised more than 
$12 million for these programs, and has invested in a number of developments as well home 
purchases, construction, and improvements (HEART of San Mateo County, 2020).  
 
HEART Revenue Sources 
 
● $3 million from the County of San Mateo 
● $4 million from the State of California 
● $1.5 million from CalHFA (California Housing Finance Agency) 
● $1 million from Wells Fargo 
● $1 million from Genentech 
 
HEART Investments 
 
● $8.6 million loaned to construction, renovation, or purchase of 805 homes for 
low or moderate income. 
● $217 million invested in economically significant developments, resulting in 
stimulation of jobs.  
● $18 leveraged from other sources for every $1 from HEART. 
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HEART provides direct funding to certain projects, as well as homebuyer loans to 
individuals: 
 
Figure 3.1: HEART Developments 
 
Source: HEART of San Mateo County, 2020 
 
In Redwood City, HEART provides support through first-time homebuyer loans in 
partnership with Meriwest Mortgage, a Meriwest Credit Union subsidiary (HEART of San Mateo 
County, 2020). The loan package offered is a combination of Meriwest and HEART loans, 
allowing for a maximum purchase of $908,156 with a 5% downpayment (HEART of San Mateo 
County, 2020). The borrower is not required to have private mortgage insurance, which can 
save a significant amount of money. To qualify for these loans a few basic requirements must 
be met, and HEART specifies an estimated minimum income needed for what can be afforded: 
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Figure 3.2: HEART Estimated Income Needed 
 
Source: HEART of San Mateo, 2020 
 
The estimated required income falls directly into the low and moderate income levels, 
providing these households with an opportunity for home buying that they otherwise may not 
have.  
 
Takeaways 
 
HEART is a regional organization providing affordable housing development support on 
a county-wide level, as well as homebuyer assistance to a number of individuals. HEART has 
partnered with Meriwest Mortgage to create an innovative loan package that lowers housing 
cost significantly for home buyers (HEART of San Mateo County, 2020). Partnerships like these 
have the potential to provide much support to moderate income housing seekers, and can lift 
some financial burden while also maintaining a sustainable structure in which loans are paid off 
in the end. The number of affordable units developed by HEART is significant, and partnership 
with cities is an ideal way to make housing as accessible as possible.  
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Regional Innovations 
 
Innovation #1: Regulation 
Pre-Approved ADUs - San Jose 
 
One type of innovation for addressing moderate income housing comes in the form of 
ADUs, or ‘accessory dwelling units’. These accessory units are added onto existing parcels, and 
are secondary livable units, usually in the backyard of a primary primary house. These units are 
ideal for creating moderate income level housing, and the statewide potential for ADUs is in the 
thousands of units (N. Jabba, personal communication, April 28, 2020). However, the largest 
obstacle to making these units accessible to moderate income households, is their expensive 
construction cost. It costs roughly $300,000 to $400,000 to build an ADU in the Bay Area, so 
they are often rented out at market rate to make up for these expenses (N. Jabba, personal 
communication, April 28, 2020). This makes them generally unfavorable and unaffordable to 
moderate income buyers. Another obstacle for building and approving ADUs, is that many cities 
don’t like to permit them; processing ADU applications is a lot of work for city staff, and 
assessing properties may require additional resources on a project by project basis (City of San 
Jose, 2020). The key to finding success with ADU development for moderate income 
affordability, is incentivising, financing, and streamlining their development (N. Jabba, personal 
communication, April 28, 2020). The less taxing a project is to develop, the more frequently 
projects will be approved, and the cheaper they will sell on the market.  
 
A potential innovative approach to improving the development process is permitting 
ADUs through pre-approval. Pre-approved ADUs lower the development cost and streamline 
the permit process; the development timeline may typically be reduced by 6 to 9 months (N. 
Jabba, personal communication, April 28, 2020). The City of San Jose is one of the cities in the 
region which currently has a pre-approval ADU program (City of San Jose, 2020). The City 
received 49 ADU applications in 2016. From 2017 to 2019, the number of applications increased 
to 762 (City of San Jose, 2020). ADUs have been experiencing increasing levels of demand as 
alternative housing options, and cities are more likely than ever to take advantage of these 
accessory units as a way to address the housing crisis in the region. Pre-approved vendors can 
provide ADU layouts that lower costs, are quick to be approved, and make these units more 
accessible to moderate income households in the market. San Jose currently has three different 
companies pre-approved for detached ADU vending: Abodu, Acton ADU, and prefabADU (City 
of San Jose, 2020). There are specific products developed by these these companies that are 
pre-approved:  
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 ● Abodu provides a pre-approved 495 sq. ft. ADU foundation-only with 
State-approved factory-built housing (City of San Jose, 2020). 
● Acton ADU has three different one-bedroom ADUs pre-approved, at 364 sq. ft, 
440 sq. ft, and 560 sq. ft (City of San Jose, 2020).  
● Prefab ADU has a 640 sq. ft. ADU pre-approved (City of San Jose, 2020). 
 
Each company has different kinds of pre-approved ADUs, but they all serve to 
streamline the permitting and development process. According to Adobu, what may take up to 
120 days to approve for permitting, may sometimes be permitted in just 24 hours as a result of 
the pre-approval system (Abodu, 2020). Abodu’s pre-approved ADU can be installed for 
$200,000, a welcome reduction of typical construction costs (Abodu, 2020).  
 
 
 
 
 
Figure 4.1: Pre-approved ADU, Abodu 500 
 
Source: Abodu, 2020 
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Figure 4.2: Abodu 500 Floor Plan: 495 square feet 
 
Source: Abodu, 2020 
 
Adobu’s signature product can be either pre-fabricated or built on site, and features 
premium appliances, world-class Scandanavian inspired design, and curated upgrades and 
options (Abodu, 2020). PrefabADU has a different approach to construction, although it 
features a similarly elegant design. 
 
 
Figure 4.3: PrefabADU 640 sq. ft. 
 
Source: PrefabADU, 2018 
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Figure 4.4: PrefabADU 640 sq. ft. floor plan 
 
Source: PrefabADU, 2018 
Takeaways 
 
Pre-approved layouts like these give homeowners more opportunity to build ADUs, and 
give moderate income households more opportunity to afford ADUs. Streamlining the process 
to build moderate income housing may be the first step to addressing housing needs in the Bay 
Area at large. Implementing ADU streamlining in Redwood City may take a similar if not 
identical form, and may be a key innovation in addressing the moderate income housing 
shortage.  
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Innovation #2: Financing 
Affordable Housing Funds - Silicon Valley 
 
Development of moderate income housing is required in Redwood City’s housing 
element, despite the fact that moderate income housing is very difficult to finance with public 
funds. A potentially significant mechanism for private development of moderate income 
housing, is housing development funds. A number of corporations in Silicon Valley have 
recently pledged billions of dollars for affordable housing development. These companies work 
directly with the state of California, as well as regional entities, to establish open lines of credit 
with the State of California, assistance funds, donate to housing organizations, and repurpose 
land for housing development. Non-profit organizations like Housing Trust Silicon Valley, and 
the Silicon Valley Community Foundation, also manage these funds and allocate it in the form 
of loans and grants to housing projects that have met strict criteria (Housing Trust Silicon 
Valley, 2020). Significant 2019 affordable housing pledges total over $4 billion.  
 
Google - $1 billion​ (Pichai, 2019) 
 
● $250 million investment fund for affordable housing. 
● $750 million worth of land repurposed for housing of all income levels.  
● Estimated to create 20,000 Bay Area homes.  
 
Facebook - $1 billion​ (Wehner, 2019) 
 
● $250 million in partnership with the State of California to use excess land for 
incremental new housing supply brought to the market. 
● $150 million contribution to the Bay’s Future Fund, a fund of the Partnership for 
the Bay’s Future.  
● $225 million for developing 1,500 units on owned land in Menlo Park now zoned 
for housing.  
● $25 million in partnership with San Mateo and Santa Clara Counties to build 
teacher and essential worker housing on county-owned land.  
● $350 million for additional measures based on the effectiveness of the ones 
aforementioned, and to support other communities with Facebook offices.  
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Apple - $2.5 billion​ (Apple Inc, 2020) 
 
● $1 billion affordable housing investment fund, providing the State of California 
an open line of credit to build new very low to moderate income housing.  
● $1 billion mortgage assistance fund for first-time homebuyers, providing 
assistance with financing and down payments.  
● $300 million worth of Apple owned land in San Jose made available for 
affordable housing. 
● $150 million affordable housing fund, partnered with Housing Trust Silicon Valley 
to support new private housing developments with long term forgivable loans 
and grants.  
● $50 million to support Destination: Home, an effort to address Silicon Valley’s 
homelessness. 
 
These unprecedented measures are currently underway and have yet to be proven 
effective at delivering on what is claimed, nevertheless the magnitude and diversity of this 
corporate driven approach is a potentially hugely impactful and innovative step for remediating 
a regional, as well as statewide housing crisis.  
 
Takeaways 
 
Housing development may begin to see acceleration well into the future. In Redwood 
City, developers who cooperate with Housing Trust Silicon Valley now have access to forgivable 
loans and grants, designed specifically to target affordable housing development, including 
moderate income housing (Housing Trust Silicon Valley, 2020). Financial partnerships between 
companies and nonprofits may net a significantly positive effect on the affordability and 
accessibility of homes in Redwood City, and in cities across the region. Innovation in financing 
affordable housing projects is a necessary step for improvement in the future, and driven 
partnerships and housing funds are there to help achieve that. The current lack of moderate 
income housing is largely due to the fact that there is no large scale financial support for these 
projects. Where public institutions fall short in providing financial support, private and 
non-profit organizations begin to innovate, and find unprecedented ways to address the 
housing crisis at large.  
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Innovation #3 - Financing 
Housing Accelerator Fund - San Francisco 
 
The Housing Accelerator Fund of San Francisco is a housing fund similar to those 
established by previously mentioned corporations and nonprofits, however it functions solely 
on a city scale. It’s focus is on the “production and preservation of affordable housing” through 
lending, and investment in real estate assets (San Francisco Housing Accelerator Fund , 2020). 
This accelerator fund provides developers with financing for affordable housing projects, and is 
designed to be sensitive to the unique characteristics of San Francisco (San Francisco Housing 
Accelerator Fund , 2020).  
 
The San Francisco Housing Accelerator Fund has committed over $180 million to 
affordable housing projects in San Francisco, and has distributed over $130 million in loans 
among 20 affordable housing projects in San Francisco (San Francisco Housing Accelerator Fund 
, 2020). Two types of loans are available: acquisition, and acquisition + rehabilitation (San 
Francisco Housing Accelerator Fund , 2020). Land may be acquired and rehabilitated, and could 
include the construction of ADUs as well. Terms and size of developments are flexible, 
providing up to 4 year terms, financing 25 unit to 70+ unit projects (San Francisco Housing 
Accelerator Fund , 2020). 
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The San Francisco Housing Accelerator Fund finances dozens of affordable housing 
projects all over San Francisco. 1411 Florida Street is one of these projects.  
 
Figure 5.1: San Francisco Housing Accelerator Fund Project Example 
 
 
Source: San Francisco Housing Accelerator Fund, 2020 
 
 
24 
  
 
20 Affordable housing projects have been financed in San Francisco, some in the form of 
land acquisition, others as rehabilitation. Below are a few of those developments.  
 
Figure 5.2: San Francisco Housing Accelerator Fund Projects 
 
Source: San Francisco Housing Accelerator Fund, 2020 
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Takeaways 
 
The San Francisco Housing Accelerator fund is a sustainable, flexible, and innovative 
financial solution to a city-specific problem. City’s looking for an innovative solution to 
addressing unique housing problems may find success with a more targeted and sustainable 
financing approach. Regional funds may not be capable of answering the nuances of city issues; 
in San Francisco building rehabilitation is the chosen approach to addressing affordable 
housing, in other cities a different approach may be appropriate.  
 
Recommendations 
Redwood City 
 
Redwood City has taken considerable steps to address housing affordability. Much 
progress has since been made, although it may further be improved upon. Exploring additional 
innovations in affordable housing can give moderate income residents in the city greater 
opportunity to find housing. Some innovations utilized in other cities may be undertaken in 
conjunction with Redwood City’s existing programs.  
 
San Jose’s ADU pre-approval model may function as a perfect complement to Redwood 
City’s current partnership with HIP’s home sharing program. Redwood City’s existing 
partnership with HEART currently provides home-sharing opportunities to moderate income 
residents, some through the use of ADUs. More ADUs approved and built will function as new 
potential affordable housing units, and made more accessible through HIP home sharing. 
Redwood City is served by regional housing funds, but a locally based housing accelerator fund 
like that in San Francisco may provide an opportunity for a more focused perspective on 
housing affordability in the city. Financing is among the most crucial parts of meeting affordable 
needs, and a locally focused housing fund may provide more cohesive steps for city-specific 
problems. A partnership like that of the San Francisco fund may be a possibility in the future for 
Redwood City and other cities in the region.  
 
Finding creative ways to meet housing needs is a goal Redwood City and cities in the 
region should set for themselves; looking out for new innovations and affordable housing 
solutions is a way to bypass many of the problems with moderate income housing 
development. Finding a way to access housing funds like those from silicon valley pledges may 
be another significant step toward this goal. Taking inspiration from other cities and states and 
implementing similar strategies may also be necessary, as planners and city staff strive to be 
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 more innovative and look for new solutions to a problem that may be better addressed 
elsewhere.  
 
Recommendations 
Bay Area at Large 
 
The affordable housing crisis is a statewide as well as regional problem. Bay Area cities 
and counties are tasked with meeting moderate income housing needs, while lacking many of 
the necessary resources. Innovative approaches may be some of the only ways that housing 
affordable may be addressed in the Bay Area.  
 
HEART is a sustainable innovative solution for financing moderate income affordable 
housing projects. Housing funds like those of silicon valley companies should focus some 
resources to support HEART, or put resources towards locally engaged funds that recognize 
city-specific constraints. Sustainable financing like that of HEART or the San Francisco Housing 
Accelerator Fund may be crucial in meeting housing needs in the Bay Area. Housing 
partnerships should have a focus in each city in the region. Counties and cities should promote 
innovative housing solutions throughout the Bay Area and to each other. ADU streamlining may 
not fit into each city’s housing approach, but the cities where it does should be aware of such 
innovations and explore the potential opportunities.  
 
Other Considerations 
 
There are significant factors that hinder the development of affordable housing. Among 
the most significant considerations related to moderate income housing is the lack of federal 
and state support. Subsidies are a resource capable of supporting low income housing 
financing, however moderate income housing is left with little else. Reducing costs or finding 
financial support from federal sources would largely improve the capability of cities and the Bay 
Area to address moderate income housing.  
 
Another consideration in housing development are the flaws in the affordable housing 
development process. A slow prevdevelopmnt process is made slower through legal 
hindrances. The CEQA (California Environmental Quality Act) process slows projects, needs 
streamlining and some improvements to make it more effective and less of a burden. Labor 
unions are another significant hindrance to the process of a development. Multiple sources 
have indicated that labor unions in California exercise significant influence on a regional scale, 
and utilize their strength to slow and occasionally halt projects seemingly through a form of 
extortion (N. Jabba, personal communication, April 28, 2020). Labor union lawyers may often 
27 
 threaten litigation against a project, only escapable under certain conditions disclosed only to 
the developer: constructing using 100% unionized labor for example. These questionable 
practices place a very significant increase in cost on projects. Unionized labor is among the 
single most expensive parts of financing a project’s development (N. Jabba, personal 
communication, April 28, 2020). Some recent legislative steps have been taken to address the 
inefficient development process, but how they will affect development of affordable housing in 
the future is unclear.  
 
Conclusion 
 
Housing affordability in the Bay Area is a deep and complicated issue. Some efforts may 
be able to help along the way, like pre-approved ADUs, new forms of funding and financing, 
and home sharing, but housing affordability requires a larger solution. Reform is necessary, and 
small innovations cannot carry all of the weight (S. Hughes, personal communication, May 27, 
2020). In the end, this project demonstrates how despite these innovations, the Bay Area and 
California at large remain ill equipped to support the development of affordable housing, and 
especially moderate income housing. Organizations are left to their own devices; private 
partnerships and nonprofits are not nearly enough to supply the proper housing development, 
and even billions of dollars in pledges and housing funds is not a sustainable solution to a 
growing problem. The system at large is in need of innovation and reform. Until federal and 
state support is channeled to moderate income housing development, new innovations in 
financing, community support, and regulation, are among the primary mechanisms for housing 
affordability in Bay Area cities.  
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